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Code of
Professional Ethics
American Institute of Certified Public Accountants
AS AMENDED MARCH 4, 1965

The reliance of the public and the business community on sound finan
cial reporting and advice on business affairs imposes on the accounting
profession an obligation to maintain high standards of technical com
petence, morality and integrity. To this end, a member or associate of the
American Institute of Certified Public Accountants shall at all times main
tain independence of thought and action, hold the affairs of his clients in
strict confidence, strive continuously to improve his professional skills,
observe generally accepted auditing standards, promote sound and in
formative financial reporting, uphold the dignity and honor of the ac
counting profession and maintain high standards of personal conduct.
In further recognition of the public interest and his obligation to the
profession, a member or associate agrees to comply with the following
rules of ethical conduct, the enumeration of which should not be construed
as a denial of the existence of other standards of conduct not specifically
mentioned :
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ARTICLE 1: Relations with Clients and Public
1.01

Neither a member or associate, nor a firm of which he is a partner,
shall express an opinion on financial statements of any enterprise
unless he and his firm are in fact independent with respect to such
enterprise.
Independence is not susceptible of precise definition, but is an
expression of the professional integrity of the individual. A member
or associate, before expressing his opinion on financial statements,
has the responsibility of assessing his relationships with an enterprise
to determine whether, in the circumstances, he might expect his
opinion to be considered independent, objective and unbiased by one
who had knowledge of all the facts.
A member or associate will be considered not independent, for
example, with respect to any enterprise if he, or one of his partners,
(a) during the period of his professional engagement or at the time
of expressing his opinion, had, or was committed to acquire, any
direct financial interest or material indirect financial interest in the
enterprise, or (b) during the period of his professional engagement,
at the time of expressing his opinion or during the period covered
by the financial statements, was connected with the enterprise as a
promoter, underwriter, voting trustee, director, officer or key em
ployee. In cases where a member or associate ceases to be the inde
pendent accountant for an enterprise and is subsequently called upon
to re-express a previously expressed opinion on financial statements,
the phrase "at the time of expressing his opinion" refers only to the
time at which the member or associate first expressed his opinion on
the financial statements in question. The word "director" is not in
tended to apply to a connection in such a capacity with a charitable,
religious, civic or other similar type of nonprofit organization when
the duties performed in such a capacity are such as to make it clear
that the member or associate can express an independent opinion on
the financial statements. The example cited in this paragraph, of
circumstances under which a member or associate will be considered
not independent, is not intended to be all-inclusive. [See Opinions
No. 12, 15 and 16.]

1.02

A member or associate shall not commit an act discreditable to the
profession.

1.03

A member or associate shall not violate the confidential relation
ship between himself and his client. [See Opinion No. 3.]
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1.04

Professional service shall not be rendered or offered for a fee
which shall be contingent upon thefindingsor results of such service.
This rule does not apply to cases involving Federal, state, or other
taxes, in which the findings are those of the tax authorities and not
those of the accountant. Fees to be fixed by courts or other public
authorities, which are therefore of an indeterminate amount at the
time when an engagement is undertaken, are not regarded as con
tingent fees within the meaning of this rule.

ARTICLE 2: Technical Standards
2.01

A member or associate shall not express his opinion on financial
statements unless they have been examined by him, or by a mem
ber or employee of his firm, on a basis consistent with the require
ments of Rule 2.02.
In obtaining sufficient information to warrant expression of an
opinion he may utilize, in part, to the extent appropriate in the cir
cumstances, the reports or other evidence of auditing work performed
by another certified public accountant, or firm of public accountants,
at least one of whom is a certified public accountant, who is author
ized to practice in a state or territory of the United States or the Dis
trict of Columbia, and whose independence and professional reputa
tion he has ascertained to his satisfaction.
A member or associate may also utilize, in part, to the extent
appropriate in the circumstances, the work of public accountants in
other countries, but the member or associate so doing must satisfy
himself that the person or firm is qualified and independent, that such
work is performed in accordance with generally accepted auditing
standards, as prevailing in the United States, and that financial state
ments are prepared in accordance with generally accepted accounting
principles, as prevailing in the United States, or are accompanied
by the information necessary to bring the statements into accord with
such principles.

2.02

In expressing an opinion on representations in financial statements
which he has examined, a member or associate may be held guilty
of an act discreditable to the profession if:
(a) he fails to disclose a material fact known to him which is not
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disclosed in the financial statements but disclosure of which is neces
sary to make the financial statements not misleading; or
(b) he fails to report any material misstatement known to him
to appear in the financial statement; or
(c) he is materially negligent in the conduct of his examination
or in making his report thereon; or
(d) he fails to acquire sufficient information to warrant ex
pression of an opinion, or his exceptions are sufficiently material to
negative the expression of an opinion; or
(e) he fails to direct attention to any material departure from
generally accepted accounting principles or to disclose any material
omission of generally accepted auditing procedure applicable in the
circumstances. [See Opinion Nos. 8 and 18.]
2.03

A member or associate shall not permit his name to be associated
with these statements purporting to show financial position or
results of operations in such a manner as to imply that he is acting
as an independent public accountant unless he shall:
(a) express an unqualified opinion; or
(b) express a qualified opinion; or
(c) express an adverse opinion; or
(d) disclaim an opinion on the statements taken as a whole and
indicate clearly his reasons therefor; or
(e) when unaudited financial statements are presented on his
stationery without his comments, disclose prominently on each page
of the financial statements that they were not audited. [See Opinions
N o . 8, 13 and 15.]

2.04

A member or associate shall not permit his name to be used i n
conjunction with any forecast of the results of future transactions
in a manner which may lead to the belief that the member or associate
vouches for the accuracy of the forecast. [See Opinion N o . 10.]

ARTICLE 3: Promotional Practices
3.01

8

A member or associate shall not advertise his professional attain
ments or services.
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Publication in a newspaper, magazine or similar medium of an
announcement or what is technically known as a card is prohibited.
A listing in a directory is restricted to the name, title, address and
telephone number of the person or firm, and it shall not appear in
a box, or other form of display or in a type or style which differentiates
it from other listings in the same directory. Listing of the same
name in more than one place in a classified directory is prohibited.
[See Opinions 1, 2, 4, 9 and 11.]
3.02

A member or associate shall not endeavor, directly or indirectly,
to obtain clients by solicitation. [See Opinions No. 1,9, 11 and 18.]

3.03

A member or associate shall not make a competitive bid for a pro
fessional engagement. Competitive bidding for public accounting
services is not in the public interest, is a form of solicitaton, and is
unprofessional.*

3.04

Commissions, brokerage, or other participation in the fees or profits
of professional work shall not be allowed or paid directly or in
directly by a member or associate to any individual or firm not
regularly engaged or employed in the practice of public accounting
as a principal occupation.
Commissions, brokerage, or other participation in the fees,
charges or profits of work recommended or turned over to any indi
vidual or firm not regularly engaged or employed in the practice of
public accounting as a principal occupation, as incident to services
for clients, shall not be accepted directly or indirectly by a mem
ber or associate. [See Opinions No. 6 and 17.]

ARTICLE 4: Operating Practices
4.01

A firm or partnership, all the individual members of which are
members of the Institute, may describe itself as "Members of the

* On the advice of legal counsel that Rule 3.03 subjects the Institute and its
representatives to risks under the Federal antitrust laws, the Institute's executive
committee, Council and committee on professional ethics have decided that the
Institute will continue to refrain from taking any disciplinary action against any
member or associate under Rule 3.03 until there has been a change in circumstances
that would justify a different opinion on the legal status of the Rule.
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American Institute of Certified Public Accountants," but a firm or
partnership, not all the individual members of which are members
of the Institute, or an individual practicing under a style denoting
a partnership when in fact there be no partner or partners, or a
corporation, or an individual or individuals practicing under a
style denoting a corporate organization shall not use the desig
nation "Members of the American Institute of Certified Public
Accountants."
4.02

A member or associate shall not practice in the name of another
unless he is in partnership with him or in his employ, nor shall he
allow any person to practice in his name who is not in partnership
with him or in his employ.
This rule shall not prevent a partnership or its successors from
continuing to practice under a firm name which consists of or includes
the name or names of one or more former partners, nor shall it
prevent the continuation of a partnership name for a reasonable
period of time by the remaining partner practicing as a sole proprietor
after the withdrawal or death of one or more partners.

4.03

A member or associate in his practice of public accounting shall
not permit an employee to perform for the member's or associate's
clients any services which the member or associate himself or his
firm is not permitted to perform. [See Opinion No. 17.]

4.04

A member or associate shall not engage in any business or occupa
tion conjointly with that of a public accountant, which is incom
patible or inconsistent therewith.

4.05

A member or associate engaged in an occupation in which he
renders services of a type performed by public accountants, or renders
other professional services, must observe the by-laws and Code of
Professional Ethics of the Institute in the conduct of that occupation.
[See Opinions No. 7 and 17.]

4.06

A member or associate shall not be an officer, director, stockholder,
representative, or agent of any corporation engaged in the practice
of public accounting in any state or territory of the United States
or the District of Columbia. [See Opinion No. 7.]
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ARTICLE 5: Relations with Fellow Members
5.01

A member or associate shall not encroach upon the practice of
another public accountant. A member or associate may furnish service
to those who request it. [See Opinions N o . 1, 9 and 11.]

5.02

A member or associate who receives an engagement for services
by referral from another member or associate shall not discuss or
accept an extension of his services beyond the specific engagement
without first consulting with the referring member or associate.

5.03

Direct or indirect offer of employment shall not be made by a
member or associate to an employee of another public accountant
without first informing such accountant. This rule shall not be con
strued so as to inhibit negotiations with anyone who of his own
initiative or i n response to public advertisement shall apply to a
member or associate for employment.
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Committee on
Professional Ethics
N U M B E R E D OPINIONS
OPINION NO. 1: Newsletters, Publications
Impropriety of members' furnishing clients and others with tax and
similar booklets prepared by others and imprinted with firm name
of member.
In the opinion of the committee, imprinting the name of the accountant
on newsletters, tax booklets or other similar publications which are pre
pared by others and distributed by a member of the Institute does not
add to the usefulness of the material to the reader. Use of the imprint,
in the committee's opinion, is objectionable in that it tends to suggest
(and has been interpreted by many as a means of) circumventing Rule
3.01 of the Code of Professional Ethics, which says that a member shall
not advertise his services.
It is the conclusion of the committee that distribution of newsletters, tax
booklets or similar publications, prepared by others, when imprinted
with the name of the accountant furnishing the material, is not in the
interest of the public or the profession.
The committee sees no grounds for objection to furnishing material of
the type indicated to clients or others provided that such material does
not carry the imprint described and provided that such distribution is
limited in a manner consistent with Rules 3.02 and 5.01.
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OPINION NO. 2: Responsibility of Member for Acts of Others on
His Behalf
Member may not carry out through others acts which he is pro
hibited from directly performing under the Institute's by-laws and
Code of Professional Ethics.
A member should not cause others to carry out on his behalf either
with or without compensation acts which, if carried out by a member,
would place him in violation of the Institute's code or by-laws. To illus
trate this principle, the committee has ruled that a member would be in
violation of the Institute's Code of Professional Ethics if, with his
approval :
1. A nonprofit organization in recognition of accounting services
which had been rendered by a member placed without charge
an advertisement of the firm in the organization's bulletin;
2. A bank announced to its depositors that a CPA would be at a
desk on the main floor of the bank at certain hours and days
during the tax season to assist customers in preparation of tax
returns for a fee:
3. A trade association in its official publication announced that a
certain certified public accountant, member of the Institute, who
long had served the association as independent accountant, was
especially well qualified and available to assist association mem
bers in dealing with accounting and tax problems peculiar to
the industry.

OPINION NO. 3: Confidence of a Client
Member selling accounting practice should not give the purchaser
access to working papers, income tax returns, and correspondence
pertaining to accounts being sold without first obtaining permission
of client.
The seller of an accounting practice has a duty under Rule 1.03, per
taining to confidential relations, first to obtain permission of the client
to make available to a purchaser working papers and other documents.
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OPINION NO. 4: Authorship of Books and Articles
Responsibility of author for publisher's promotion efforts.
Many members of the Institute are especially well qualified to write
authoritatively on accounting, taxes, auditing, management and related
subjects, and, in the interests of the public and the profession, are en
couraged to write articles and books for publication. In the opinion of
the committee it is of value to the reader to know the author's background
(degrees he holds, professional society affiliation and the firm with which
he is associated). It is held that publication of such information is not
in violation of Rule 3.01.
It is the opinion of the committee that a member of the Institute has
the responsibility to ascertain that the publisher or others promoting dis
tribution of his work keep within the bounds of professional dignity and
do not make claims concerning the author or his writing that are not
factual or in good taste.

OPINION NO. 5: Prohibited Self-Designations
Use of title "Tax Consultant," "Tax Specialist" or similar description
forbidden.
The "Statement of Principles Relating to Practice in the Field of
Federal Income Taxation, Promulgated in 1951 by the National Confer
ence of Lawyers and Certified Public Accountants," was approved by the
Institute's Council. Section 5 of this statement reads as follows:
5. Prohibited Self-Designations. A n accountant should not describe
himself as a 'tax consultant' or 'tax expert' or use any similar
phrase. Lawyers, similarly, are prohibited by the canons of ethics
of the American Bar Association and the opinions relating
thereto, from advertising a special branch of law practice.
Under Article V, Section 4, of the Institute's by-laws a member renders
himself liable to expulsion or suspension by the Trial Board if he refuses
to give effect to any decision of the Institute or the Council.
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It is the opinion of the committee that a reasonable period of time has
elapsed since the adoption of the Statement of Principles by Council
within which the members could revise their stationery, directory and
other listings so as to conform with the Statement.

OPINION NO. 6: Sharing of Fees
Sharing of fees with individuals or firms not engaged or employed
in the practice of public accounting prohibited.
Rule 3.04 prohibits a member or associate from receiving or paying a
commission or sharing fees or profits with any individual or firm not
regularly engaged or employed in the practice of public accounting as a
principal occupation.
The rule does not prevent the payment or receipt of compensation for
public accounting services rendered by an employee or consultant, whether
such services are on a part- or full-time basis and whether the method
of payment is on an hourly or fixed basis or is measured by the fees or
profits resulting from the engagement.
The rule does prevent the sharing of fees or profits or the payment or
receipt of a commission in those cases where the recipient rendered no
services unless he was regularly engaged in public accounting as a principal
occupation.
The committee believes that the existence of more than one "principal
occupation" presents no difficulty unless any of the occupations are incom
patible with the practice of public accounting. Whether or not an individ
ual is engaged in the practice of public accounting as a principal occupa
tion is a question of fact. The maintenance of an office or desk space, a
listing in a directory, the possession of a license if one is required, and
the availability for the performance of accounting services on a fee basis
are all factors in making this determination.
The fact that an individual is a certified public accountant does not of
itself indicate that such individual is "regularly engaged or employed
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in the practice of public accounting as a principal occupation." Rule 3.04
is not intended to apply to or prevent payments to a retired partner, em
ployee or proprietor of a public accounting firm or to the heirs or estate
of a deceased partner, employee or proprietor. Moreover, Rule 3.04 does
not at present prohibit a partnership by a member or associate of the
Institute in public practice with a person who is not a certified public
accountant.

OPINION NO. 7: Data Processing Services
Since data processing services are considered to be services of a type
performed by public accountants, members performing such services
for the public must observe the by-laws and Code of Professional
Ethics.
Inquiries have been received as to the applicability of the Code of
Professional Ethics to data processing services.
Some members propose to offer a full range of data processing serv
ices only to practicing public accountants; others, to offer such services
directly to the public; and some propose to serve both the public and the
profession. Some members would offer data processing services through
their existing public accounting practice; others would offer these serv
ices through a separate partnership; and still others suggest that the cor
porate form is preferable for such activities.
Whether data processing services are offered to other practitioners or
to the public, the same basic services are usually offered. These include
the accumulation of data to be used for accounting purposes and statistical
studies, maintenance of accounts, and bookkeeping services. The com
mittee has long held that services of this type are similar to the "write-up"
work in bookkeeping services rendered by many public accountants, and
therefore, when offered to the public, are "services of a type performed
by public accountants" (Rule 4.05).
This means that in performing such services for the public, members
must abide by the Institute's by-laws and Code of Professional Ethics
even though services of this type are also offered by non-professional
commercial operations not bound by ethical rules.
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1. Practitioners may not perform data processing services in corporate
form for the public.
A member may, individually or in partnership with other persons
engaged in the practice of public accounting as a principal oc
cupation, perform the full range of data processing services for
the public as well as for other practitioners. When such serv
ices are performed for the public, they are considered to be
those of a type performed by public accountants, and conse
quently the by-laws and Code of Professional Ethics, including
Rule 4.06, which prohibits practice in corporate form, must he
observed (Rule 4.05). However, a member may have a finan
cial interest in a corporation offering data processing services
to the public provided such interest is not material to the cor
poration's net worth, and his interest in and relation to the
corporation is solely that of an investor. In addition, a corporate
vehicle may be used for owning or leasing of the equipment.
2. Data processing services solely to practitioners may be offered in
corporate form.
A member who offers data processing services solely to prac
ticing public accountants is not considered to be offering account
ing services to the public and, accordingly, would not be pro
hibited by Rule 4.06 from becoming an officer, director, stock
holder or agent of a corporation engaged exclusively in that
activity. Since advertising comes to the attention of the public,
it would be permissible to circularize other practitioners, only
in letter form, announcing that the necessary equipment and
expertise are available for their clients' benefit, but are not avail
able directly to the public.
3. Block time.
The offering of "block time" on data processing equipment does
not in itself constitute the practice of public accounting so long
as it does not entail systems design, programing or service of
any kind and what is being offered is the use of the equipment
only. Accordingly, the availability of "block time" may be ad
vertised provided the names of the CPAs and the fact that
CPAs are involved are not disclosed. The offering of "block
time" must not be used as a feeder to the member's practice.
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OPINION NO. 8: Denial of Opinion Does not Discharge Responsi
bility in All Cases
When a member believes financial statements are false or misleading,
denial of opinion is insufficient.
Rule 2.02 deals with a member's responsibilities in expressing an
opinion on representations in financial statements. The rule does not,
however, specifically refer to situations where an opinion is denied, either
by disclaimer or by reference to the statements as "prepared without
audit." When an accountant denies an opinion on financial statements
under Rule 2.03, which incorporates the provisions of Auditing State
ment 23,* he is in effect stating that he has insufficient grounds for an
opinion as to whether or not the statements constitute a fair presentation.
Rule 2.03 provides that where an opinion is denied, the accountant must
indicate clearly his reasons therefor.
In a circumstance where a member believes the financial statements
are false or misleading as a whole or in any significant respect, it is the
opinion of the committee that he should require adjustments of the
accounts or adequate disclosure of the facts, as the case may be, and failing
this the independent accountant should refuse to permit his name to be
associated with the statements in any way.

OPINION NO. 9: Responsibility for firm publications and news
paper and magazine articles
Members responsible for distribution of firm literature and for
information supplied to the public press.
1. Newsletters and firm literature on special subjects
This refers to house organs and publications on accounting, tax ac
counting, articles of business interest or related subjects distributed under
the auspices of, or through the facilities of, an individual or a firm for
the information of clients and/or staff. The committee believes that
these publications serve a useful purpose in keeping clients informed and
*Now incorporated in Statements on Auditing Procedure No. 33.
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in maintaining client relations. It does not believe that this medium
should be curtailed, but the distribution of such material must be prop
erly controlled. Distribution should be restricted to clients and individ
uals with whom professional contacts are maintained, such as lawyers
of clients, and bankers. Copies may also be supplied to nonclients who
specifically request them and to universities if the material is of edu
cational value and does not advertise the professional attainments or
services of the firm as prohibited by Rule 3.01.
If requests for multiple copies are received, the firm should ascertain
the intended distribution and the number of copies supplied should be
limited accordingly. In granting requests for multiple copies, the indi
vidual or firm preparing the publications must assume the responsibility
for any distribution by the party to whom they are issued which would
violate Rule 3.02, on solicitation, or Rule 5.01, on encroachment on the
practice of another public accountant.
2. Internal publications
This includes bulletins, pamphlets, etc., containing announcements
of changes in staff, activities of partners and staff members, staff training
articles and other matters intended for internal consumption. Because of
the nature of these publications the committee does not consider outside
distribution to be a major problem. However, if distribution goes beyond
internal consumption, it is subject to the restrictions stated in Section 1.
3. Staff recruitment brochures
The committee is of the opinion that the distribution of staff recruit
ment brochures should be limited to college faculty and placement
officials, students considering interviews and other job applicants. The
material should be prepared in a dignified manner, and its purpose
should be to assist the college graduate in evaluating the opportunities
offered by the prospective employer and in answering questions pertain
ing to the scope of operations, staff training, possibilities for advance
ment, working conditions, location of offices, etc.
4. Newspaper and magazine articles regarding firms or members of the
profession
Statements made by CPAs on subjects of public interest which are
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reported i n the press and thereby contribute to public awareness of the
profession are not considered advertising and are encouraged.
Publicity deliberately cultivated either directly or indirectly by a mem
ber which advertises his or his firm's professional attainments or services
is considered to be i n violation of Rule 3.01.

OPINION NO. 10: Responsibility of Members for Pro Forma State
ments and Forecasts Under Rule 2.04
In preparing for management any special purpose financial state
ment anticipating results of future operations, a member must disclose
the source of the information used and the major assumptions made,
and he must indicate that he does not vouch for the accuracy of the
forecast.
Rule 2.04 provides that " A member or associate shall not permit his
name to be used i n conjunction with any forecast of the results of future
transactions i n a manner which may lead to the belief that the member
or associate vouches for the accuracy of the forecast."
The ethics committee is well aware that pro forma statements of finan
cial position and results of operation, cost analyses, budgets and other
similar special purpose financial data, which set forth anticipated results
of future operations, are important tools of management and furnish
valuable guides for determining the future conduct of business.
The committee is of the opinion that Rule 2.04 does not prohibit a
member from preparing, or from assisting a client i n the preparation of,
such statements and analyses. However, when a member associates his
name with such statements and analyses, or permits his name to be asso
ciated therewith, there shall be the presumption that such data may be
used by parties other than the client. In such cases, full disclosure must
be made of the source of the information used, or the major assumptions
made, in the preparation of the statements and analyses, the character
of the work performed by the member, and the degree of responsibility
he is taking. Such disclosure should be made on each statement, or i n the
member's letter or report attached to the statements. The letter or report
of the member must also clearly indicate that the member does not vouch
for the accuracy of the forecast. It is the opinion of the committee that
full and adequate disclosure would put any reader of such statements on
notice and restrict the statements to their intended use.
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OPINION NO. 11: Advertising and Indication of Specialty Pro
hibited
Advertising prohibitions relating to announcements, directories,
business stationery, business cards, and office premises.
In the opinion of the committee on professional ethics, Rule 3.01
prohibits a member or associate from advertising his professional attain
ments or services through any medium. The rule clearly prohibits the
publication of an announcement, also referred to as a "card," or advertis
ing in the usual form in newspapers, magazines or other public media.
It prohibits imprinting members' names, or the firm names of members,
on tax booklets or other publications prepared by others. It further pro
hibits the association with a member's name of such phrases as "tax con
sultant," "tax expert," "management services," "bank auditor" and any
other designations which indicate the special skills that a member possesses
or particular services which he is prepared to render. It does not prohibit
the use of the firm affiliation and the CPA designation in connection with
authorship of technical articles and books, and it does not prohibit pub
licity which is of benefit to the profession as a whole.
The committee recognizes, however, that there are media, which
may or may not be available to the public generally, in which it is both
professional and desirable for a member's name to appear under certain
circumstances. Such media include card announcements, directories, busi
ness stationery, business cards, and office premises. The committee's views
on the uses of such media are as follows:
1. Announcements
a. Announcements of change of address or opening of a new office
and of changes in partners and supervisory personnel may be mailed
to clients and individuals with whom professional contacts are
maintained, such as lawyers of clients and bankers.
b. Such announcements should be dignified, andfieldsof specialization
are not permitted to be included in the announcements.
2. Directories
a. General
(1) A listing in a classified directory is restricted to the name, title
(certified public accountant), address and telephone number
of the person or firm, and it shall not appear in a box, or other
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form of display, or in a type or style which differentiates it
from other listings in the same directory.
(2) Listing of the same name in more than one place in a classified
directory is prohibited, and, where the classified directory has
such headings as "Certified Public Accountants," or "Public
Accountants," the listing shall appear only under one of those
headings. Each partner's name, as well as the firm name, may
be listed.
b. Yellow (or business) section of classified telephone directories.
Listings are permitted only in the classified directories which
cover the area in which a bona fide office is maintained. Determina
tion of what constitutes an "area" shall be made by the state
societies in the light of local conditions.
c. Trade associations and other membership directories.
(1) Listings of members in such directories are restricted to the
information permitted in 2(a) (1) and 2(a) (2) above, and,
if classified, are further restricted to a listing under the classi
fication of "Certified Public Accountants" or "Public Ac
countants."
(2) Where the directory includes geographical as well as alpha
betical listings, a member may be listed in such geographical
section in addition to the listing permitted above.
3. Business stationery
a. Information appearing on a member's stationery should be in keep
ing with the dignity of the profession. It shall not include a listing
of areas of specialization of the member or his firm, and separate
stationery for tax or management services, or other specialized
departments of the firm, is prohibited.
b. The stationery may include:
(1) The firm name, names of partners, names of deceased partners
and their years of service, and names of staff men when pre
ceded by a line to separate them from the partners.
(2) The letters " C P A " following the name, the use of the words
"Certified Public Accountant(s)," the address (or addresses)
of office(s), telephone number(s), cities in which other offices
and correspondents are located, and membership in profes
sional societies in which all partners are members.
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(3) The public accountant designation of "Accountants and Audi
tors" in place of " C P A " or "Certified Public Accountant(s)"
where state law or partnership affiliation does not permit such
use.
c. In the case of multi-office firms, it is suggested that the words ' 'offices
in other principal cities" (or other appropriate wording) be used
instead of a full list of offices. Also, it would be preferable to list
only the names of partners resident in the office for which the
stationery is used.
Business cards
a. Business cards may be used by partners, sole practitioners and staff
members. They shall be limited to the name of the person present
ing the card, his firm name, address and telephone number(s), the
words "certified public accountant(s)" or " C P A " and such words
as "partner" or "manager," but without any specialty designation.
b. Members not in public practice may use the letters " C P A " after
their names when acting as treasurer, controller, or in other internal
accounting capacities for an organization, but shall not do so when
engaged in sales promotion, selling or similar activities.
Office premises
a. Listing of the firm name in lobby directories of office buildings,
and printing it on entrance doors within the building, or on the
entrance to a member's office if located other than in an office build
ing, are solely for the purpose of enabling interested parties to
locate such office. The listing should conform to the size and style
of other listings in the same building and should be in good taste
and modest in size.
b. The use of the words "income tax," or other specialized wording,
in connection with the office of the member, including special
illumination of such lettering, and signs on windows (except where
such window is adjacent to the entrance), walls, building fronts or
transportation equipment used by the member(s) shall constitute
advertising and shall be deemed to be a violation of the rule.
Help Wanted Advertisements
a. A n advertisement for "help wanted" in any publication shall not
be in the form of display advertising when the name of a member
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or associate, or of a firm of which he is a partner, appears anywhere
in the advertisement. In display advertising the use of telephone
number, address or newspaper box is permissible.
b. In help wanted classified advertisements, other than display, the
name of the firm, member, or associate should not appear i n bold
face type, capital letters, or i n any other manner which tends to
distinguish the name from the body of the advertisement.
c.

If a firm advertises for specialists, the advertisement must not
convey the impression that specialized services are being offered
to the public.

7. Situations Wanted Advertisement
A member or associate shall not advertise for employment in such a manner
as to indicate that he is soliciting engagements as a public accountant.
a.

If the purpose of the advertisement is full-time employment as an
accountant for a public accounting firm or i n private industry, or
per diem services to public accounting firms, statements of qualifi
cations are permitted. Such phrases as "tax expert," "financial
specialist," or any statement of self-glorification w i l l not be per
mitted.

b. A n advertisement i n a publication of general circulation for parttime services for which a fee is charged or per diem services
(except to public accounting firms) is considered a violation of
Rule 3.01.
c.

A n advertisement should not appear under such headings as "Busi
ness Services" or "Professional Services." It should not be of the
display type and response should be directed to a box, address or
telephone number.

OPINION NO. 12: Independence
Auditor's responsibility to avoid relationships which to a reasonable
observer might suggest a conflict of interest; propriety of member's
rendering tax and management advisory services to clients on whose
financial statements he expresses an independent opinion.
Rule 1.01 of the Code of Professional Ethics states i n part that "a
member or associate, before expressing his opinion on financial state-
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ments, has the responsibility of assessing his relationships with an enter
prise to determine whether, in the circumstances, he might expect his
opinion to be considered independent, objective and unbiased by one
who had knowledge of all the facts."
Questions have arisen as to what relationships with an enterprise might
be regarded by a reasonable observer, who had knowledge of all the facts,
as those involving conflicts of interest which might impair the objectivity
of a member i n expressing an opinion on the financial statements of the
enterprise. The committee does not believe that normal professional or
social relationships would suggest such a conflict of interest in the mind
of a reasonable observer.
In 1947 the Council of the American Institute said in an official state
ment on independence:
Independence is an attitude of mind, much deeper than the surface
display of visible standards.
It also said:
In the field of auditing, the certified public accountant is under a
responsibility peculiar to his profession, and that is to maintain strict
independence of attitude and judgment in planning and conducting
his examinations, and in expressing his opinion on financial state
ments. . . . It has become of great value to those who rely on financial
statements of business enterprises that they be reviewed by persons
skilled in accounting whose judgment is uncolored by any interest in
the enterprise, and upon whom the obligation has been imposed to
disclose all material facts.. . .
W h i l e endorsing the Council's statement that independence is an atti
tude of mind, the committee recognizes that it is of the utmost importance
to the profession that the public generally shall maintain confidence in
the objectivity of certified public accountants in expressing opinions on
financial statements. In maintaining this public confidence, it is imperative
to avoid relationships which may have the appearance of a conflict of
interest.
It is this reasoning which led the Institute to include in Rule 1.01 of
the Code of Professional Ethics the statements that members should not
have any financial interest in, or serve as officers or directors of, clients
on whose financial statements they express opinions.
The committee does not intend to suggest, however, that the rendering
of professional services other than the independent audit itself would
suggest to a reasonable observer a conflict of interest. For example, in
the areas of management advisory services and tax practice, so long as
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the CPA's services consist of advice and technical assistance, the commit
tee can discern no likelihood of a conflict of interest arising from such
services. It is a rare instance for management to surrender its responsi
bility to make management decisions. However, should a member make
such decisions on matters affecting the company's financial position or
results of operations, it would appear that his objectivity as independent
auditor of the company's financial statements might well be impaired.
Consequently, such situations should be avoided.
In summary, it is the opinion of the committee that there is no ethical
reason why a member or associate may not properly perform professional
services for clients in the areas of tax practice or management advisory
services, and at the same time serve the same client as independent auditor,
so long as he does not make management decisions or take positions which
might impair that objectivity.
OPINION NO. 13: Tax Practice
Application of Code of Professional Ethics to tax practice
It is the opinion of the committee that the Code of Professional Ethics
applies to the tax practice of members and associates except for Article 2,
relating to technical standards, and any other sections of the Code which
relate only to examinations of financial statements requiring opinions or
disclaimers.
The committee is of the opinion that the statement, affidavit or signa
ture of preparers required on tax returns neither constitutes an opinion
on financial statements nor requires a disclaimer within the meaning of
Article 2 of the Code.
In tax practice, a member or associate must observe the same standards
of truthfulness and integrity as he is required to observe in any other pro
fessional work. This does not mean, however, that a member or associate
may not resolve doubt in favor of his client as long as there is reasonable
support for his position.
OPINION NO. 14: Management Advisory Services
Application of Code of Professional Ethics to management advisory
services
Inquiries have been received as to the applicability of the Code of Pro
fessional Ethics to management advisory services. It is the opinion of the
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committee that all the provisions of the Code of Professional Ethics apply
to management advisory services, except those rules solely applicable to
the expression of an opinion on financial statements.

OPINION NO. 15: Disclaimer of auditor lacking independence
Member's report should state that examination was not conducted
in accordance with generally accepted auditing standards.
Inquiries have been received as to the language of an accountant's
report when he is considered to be not independent under Rule 1.01. In
such circumstances he is precluded from expressing an opinion on finan
cial statements. Instead he must disclaim an opinion and indicate clearly
his reasons therefor. Moreover, he should not state that he has made an
examination in accordance with generally accepted auditing standards;*
nor, in the opinion of the committee on professional ethics, should he
describe the auditing procedures he has followed.
With the concurrence of the committee on auditing procedure, the
ethics committee suggests the following disclaimer:
Inasmuch as we have a direct financial interest in X Y Z Company
[or for other reason] and therefore are not considered independent,
our examination of the accompanying financial statements was not
conducted in accordance with generally accepted auditing standards.
Accordingly, we are not in a position to and do not express an opinion
on these financial statements.

OPINION NO. 16: Retired Partners and Firm Independence
A firm's independence is considered impaired if a retired partner,
still active in the affairs of the firm, is a director or stockholder of
an audit client.
The committee on professional ethics has considered the question of an
accounting firm's independence when a retired partner of the firm acquires
any direct financial interest or a material indirect financial interest in an
*See Statements on Auditing Procedure No. 33, Chapter 3.
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enterprise on whose financial statements the firm is expressing an opinion
or when he becomes connected with such enterprise as a promoter, under
writer, voting trustee, director, officer or key employee.
Under Rule 1.01 it is the auditor's responsibility to assess all of his
relationships with an enterprise to determine whether, i n the circum
stances, he might expect his opinion to be considered independent, objec
tive and unbiased by one who had knowledge of all the facts. The com
mittee believes that certain relationships of a retired partner with the firm
of which he was formerly a partner and with a client of that firm might
suggest to a reasonable observer that the firm was lacking in independence.
For example, i f a retired partner remains active in the affairs of the firm,
even though not officially, the independence of the firm would be impaired
if he were an officer, director, stockholder or key employee of a client on
whose financial statements the firm expresses an opinion.
However, the committee believes that i f a retired partner is no longer
active i n the firm (regardless of the fact that he receives retirement
benefits), the independence of the firm would not be impaired by his being
an officer, director, stockholder or key employee of a client on whose
financial statements the firm expresses an opinion, provided that the fees
received from such client do not have a material effect on his retirement
benefits. A retired partner who has such a relationship with a client should
not be held out as being associated with his former partnership.

OPINION NO. 17: Specialization
A member may form a separate partnership with non-CPA specialists
in management services, provided such partnership observes the
profession's Code.
Inquiries have been received as to ethical problems arising when C P A
firms enter the fields of data processing, operations research and other
management services. This broadening of services is consistent with the
objective adopted by the Institute's Council in A p r i l 1961, " . . . to encour
age all C P A s to perform the entire range of management services con
sistent with their professional competence, ethical standards and respon
sibility."
In expanding services into more specialized fields, C P A firms frequently
find it necessary to employ or associate with technical experts who may
not be certified public accountants. This creates the problem of providing
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these specialists with adequate recognition and responsibility within the
framework of the profession's ethical standards.
Two methods of solving this problem have evolved: (1) elevating
non-CPA specialists to the rank of "principals," and allowing them to
participate in the profits of the firm; (2) establishing a separate part
nership which does not hold itself out as practicing public accounting and
therefore may have non-CPA partners.
The committee has studied each of these methods to determine whether
there is any infringement of the Code of Professional Ethics, and to
establish the ethical standards under which these methods may be em
ployed.
A n investigation of the designation "principals" for non-CPA spe
cialists and of the relationship of these individuals to the firm revealed the
following: (1) "Principals" are high ranking employees who receive a
base salary and who share in the profits of the firm. (2) "Principals" do
not make capital contributions to the firm, do not share in the losses of the
firm and have no vote in, or responsibility for, partnership decisions.
The indicated characteristics do not appear to create a partnership rela
tionship. In fact, the attorney general of at least one state has held that
such noncertified individuals, designated by a firm as "principals," are
not members of the partnership and that their association with the firm as
"principals" was not a violation of the accountancy statute of that state.
Since these "principals" are neither CPAs nor partners, the question
arises whether the relationship is in violation of Rule 3.04 (fee sharing)
or Rule 4.03 (employee's performing services which the member himself
is not permitted to perform).
Rule 3.04 prohibits fee sharing with "any individual or firm not regu
larly engaged or employed in the practice of public accounting as a prin
cipal occupation." These "principals" are, in the committee's opinion,
employed in the practice of public accounting. Consequently, Rule 3.04
does not apply. As for Rule 4.03, the services performed by these spe
cialists (e.g., data processing, operations research, etc.) are not services
regulated by law. Therefore, in the opinion of the committee, it cannot be
said that employees are performing services which the member himself
is not permitted to perform under the law.
The committee considered whether or not, in the absence of statutory
restrictions, it would be a violation of the Institute's Code of Professional
Ethics to make these non-CPA specialists partners of the firm.
The ethics committee, in Opinion No. 6, has held that Rule 3.04 does
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not at present prohibit a member from practicing public accounting in
partnership with a person who is not a certified public accountant. There
fore, in the opinion of the committee, nothing in the Institute's present
Code would prohibit members from admitting these non-CPA specialists
into the partnership, although in many cases state laws would preclude
the partnership from practicing under professional accounting titles and
from expressing opinions on financial statements.
The second method of obtaining the necessary specialists for C P A
firms to expand into the management services field is the formation of a
separate partnership which does not hold itself out as practicing public
accounting and which is therefore not regulated under the state's account
ancy statute.
As pointed out previously, the ethics committee has ruled that the Code
does not presently prohibit a member from practicing public accounting
in partnership with a person who is not a certified public accountant.
Therefore, the committee finds in the present Code no prohibition against
the formation of a separate partnership with non-CPA specialists.
However, Rule 4.05 of the Code of Professional Ethics provides that
a member engaged in an occupation in which he renders services of a
type performed by public accountants must observe the by-laws and
Code of Professional Ethics in the conduct of that occupation. In addition,
the ethics committee has ruled that data processing, operations research
and other management services are "services of a type performed by
public accountants."
Therefore, the committee is of the opinion that nothing in the Institute's
Code of Professional Ethics presently prohibits a member from forming,
or becoming a member of, a separate partnership with non-CPA spe
cialists for the rendering of various management services as long as such
partnership observes the by-laws and Code of Professional Ethics. Such
a separate partnership would not be permitted to advertise, solicit clients,
accept commissions or do anything else prohibited by the Code. Nor
would it be permitted to hold itself out on letterheads, cards, signs, etc., in
directory listings or through its partnership name as specializing in a par
ticular service.
It should be emphasized that the committee's opinion is based upon the
Code of Professional Ethics as it is now constituted. The provisions of the
Code relating to this area are now under study for the purpose of deter
mining the necessity of any revisions. If the provisions in question are
revised, it may be necessary to modify or withdraw this opinion.
The conclusions reached by the committee are in accord with Opinion
No. 7.
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OPINION NO. 18: Fees and Professional Standards
Offering to perform services for an inadequate fee may be evidence
of solicitation.
In determining the amount of his fee, a CPA may assess the degree of
responsibility being assumed in the engagement, the time and manpower
required to perform the service in conformity with the standards of the
profession, the skills needed to discharge his professional obligation to
the client and the public, the value to the client of the services rendered
and the customary charges of professional colleagues. Other considera
tions may also be involved. N o single factor can be controlling.
It is characteristic of all professional persons to be more concerned
with fulfilling their responsibilities to the public than with immediate
financial reward. On occasions they may appropriately choose to serve a
client for a fee less than cost, or indeed without any compensation what
ever.
However, to quote a fee in advance of an engagement in an amount
clearly inadequate to provide fair compensation for performing service
in accordance with accepted professional standards may be regarded, in
some circumstances, as evidence of solicitation in violation of Rule 3.02
of the Code of Professional Ethics. Without attempting to specify all
circumstances that might be relevant in determining the propriety of a
particular quotation, it would be appropriate to consider whether there
were any facts suggesting that such inadequate fee had been fixed as a part
of a plan or design to solicit business.
In such cases of inadequate fees there may be a temptation to minimize
losses by reducing the amount of work below that required by Rule 2.02
of the Code, with serious consequences for third parties who rely upon
opinions on financial statements.
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American Institute of Certified Public Accountants
The following objectives recommended by the Committee on LongRange Objectives were adopted by the Council on the dates indicated:

It is an objective of the Institute to serve as the national organization of
certified public accountants in and out of public practice, and to develop
and maintain the form of organization best adapted to the needs of all
its members.
(Adopted April 1958)
It is an objective of the Institute to encourage co-operation and consul
tation among national organizations of accountants to the end that the
entire accounting function may make its greatest contribution to the
public welfare.
(Adopted October 1958)
Pending the time when public practitioners within the accounting
function are either CPAs or those with a clearly differentiating title, there
will be a group of non-CPAs who are presently permitted to practice as
"public accountants" and whose right to continue to do so during their
lifetime must be respected. It is an objective of the Institute that CPAs
and their professional societies should develop and maintain friendly co
operative relations with this transitional group with the purpose of im
proving educational, technical and ethical standards and providing aid
in fulfilling the requirements for the CPA certificate.
(Adopted April 1959)

32

OBJECTIVES

It is an objective of the Institute that by voluntary agreement the plans,
programs, procedures and activities of the state societies and the Institute
be co-ordinated to the fullest extent possible, and their respective areas of
responsibility be clearly delineated; and in particular that the state societies
and the Institute adopt a uniform code of ethics and enforcement pro
cedures.
(Adopted May 1960)
It is an objective of the Institute that every eligible CPA, in furtherance
of his own development and fulfillment of his professional responsi
bilities, be encouraged to become a member of a state society and of the
AICPA, and that membership in both be required to be concurrent as
soon as possible.
(Adopted September 1960. Amendments to the by-laws designed to
accomplish this objective failed to pass as a result of a mail ballot of the
entire membership dated January 3, 1964.)
It is an objective of the Institute to provide encouragement to CPAs
to continue study and self-improvement throughout their professional
lives, by providing formal recognition of advanced study and superior
attainment.
(Adopted April 1961. A specific proposal to implement this objective
by creation of an Academy of Professional Accounting was rejected by
the Council May 21, 1962.)
It is an objective of the Institute, recognizing that management service
activities are a proper function of CPAs, to encourage all CPAs to perform
the entire range of management services consistent with their professional
competence, ethical standards and responsibility.
(Adopted April 1961)
It is an objective of the Institute:
1. To encourage the description and continuous restating of those
areas of knowledge and technical competence required by the C P A in
his present and prospective professional practice; and
2. To bring about the clarification of the areas of responsibility of
universities, practitioners and professional societies in the education
and training of CPAs.
(Adopted May 1962)
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It is an objective of the Institute:
1. To identify those areas in society where the need for the CPA's
attest function exists, and to promulgate such information to its members
and the interested public; and
2. To assist its members in equipping themselves to discharge the
attest function wherever a useful social purpose is served.
(Adopted May 1962)
It is an objective of the Institute to bring about uniform national stand
ards applicable to the requirements for issuance of CPA certificates and
recognition of qualified accountants of other countries, freedom of move
ment in interstate and international accounting practice, and codes of
ethics and enforcement procedures.
(Adopted May 1962)
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A description of the

Professional Practice of
Certified Public Accountants
Certified Public Accountants practice in the broad field of accounting.
Accounting is a discipline which provides financial and other informa
tion essential to the efficient conduct and evaluation of the activities of
any organization.
The information which accounting provides is essential for (1) effec
tive planning, control and decision making by management, and (2)
discharging the accountability of organizations to investors, creditors,
government agencies, taxing authorities, association members, contribu
tors to welfare institutions, and others.
Accounting includes the development and analysis of data, the testing
of their validity and relevance, and the interpretation and communication
of the resulting information to intended users. The data may be expressed
in monetary or other quantitative terms, or in symbolic or verbal forms.
Some of the data with which accounting is concerned are not precisely
measurable, but necessarily involve assumptions and estimates as to the
present effect of future events and other uncertainties. Accordingly, ac
counting requires not only technical knowledge and skill, but even more
importantly, disciplined judgment, perception and objectivity.
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Within this broad field of accounting, certified public accountants are
the identified professional accountants. They provide leadership in ac
counting research and education. In the practice of public accounting
CPAs bring competence of professional quality, independence, and a
strong concern for the usefulness of the information and advice they pro
vide, but they do not make management decisions.
The professional quality of their services is based upon the require
ments for the CPA certificate—education, experience and examination—
and upon the ethical and technical standards established and enforced by
their profession.
CPAs have a distinctive role in examining financial statements sub
mitted to investors, creditors and other interested parties, and in express
ing independent opinions on the fairness of such statements. This dis
tinctive role has inevitably encouraged a demand for the opinions of CPAs
on a wide variety of other representations, such as compliance with rules
and regulations of government agencies, sales statistics under lease and
royalty agreements, and adherence to covenants in indentures.
The examination of financial statements requires CPAs to review many
aspects of an organization's activities and procedures. Consequently they
can advise clients of needed improvements in internal control, and make
constructive suggestions on financial, tax and other operating matters.
In addition to furnishing advice in conjunction with their independent
examinations of financial statements, CPAs are engaged to provide objec
tive advice and consultation on various management problems. Many of
these involve information and control systems and techniques, such as
budgeting, cost control, profit planning, internal reporting, automatic
data processing and quantitative analysis. CPAs also assist in the develop
ment and implementation of programs approved by management.
Among the major management problems depending on the accounting
function is compliance with tax requirements. A n important part of the
practice of CPAs includes tax planning and advice, preparation of tax
returns and representation of clients before government agencies.
CPAs also participate in conferences with government agencies such as
the Securities and Exchange Commission, and with other interested
parties, such as bankers.
Like other professional men, CPAs are often consulted on business,
civic and other problems on which their judgment, experience and pro
fessional standards permit them to provide helpful advice and assistance.
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The complexities of an industrial society encourage a high degree of
specialization in all professions. The accounting profession is no excep
tion. Its scope is so wide and varied that many individual CPAs choose to
specialize in particular types of service.
Although their activities may be diverse, all CPAs have demonstrated
basic competence of professional quality in the discipline of accounting.
It is this which unites them as members of one profession, and provides a
foundation for extension of their services into new areas.
Approved by Council at the meeting of October 1, 1966 as an official
statement of policy of the American Institute of Certified Public Ac
countants.
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By-laws
American Institute of Certified Public Accountants
AS AMENDED MARCH 20, 1967

ARTICLE I: Name and Purposes

The name of this organization shall be American Institute of Certified
Public Accountants. Its objects shall be to unite the accountancy profession
in the United States as constituted by the certified public accountants of
the several states, territories, possessions, and the District of Columbia;
to promote and maintain high professional and moral standards within
the accountancy profession; to assist in the maintenance of high standards
for the certified public accountant certificate in the several states, terri
tories, possessions, and the District of Columbia; to develop and maintain
standards for the examination of candidates for admission; to safeguard
the interests of certified public accountants; to advance accounting re
search; to develop and improve accountancy education; and to encourage
cordial relations among certified public accountants practicing in the
United States of America and accountants of similar status in the other
countries of the world.
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ARTICLE II: Members and Associates
Section 1. Members of the Institute shall be:
(a) Members of the Institute at September 1, 1960.
(b) Persons who shall qualify for election as provided in Section 2
of this article and shall be recommended by the committee on admissions
and shall be elected by the Council.
Section 2. The following persons may qualify for election as members
of the Institute:
(a) Those who are in possession of valid and unrevoked certified
public accountant certificates issued by the legally constituted authorities
of the states, territories, or territorial possessions of the United States or
the District of Columbia, and
(b) Who shall have passed an examination in accounting and related
subjects satisfactory to the committee on admissions, and
(c) Who shall have been in public accounting practice, on their own
account or in the employ of a practicing public accountant, for not less
than two years, or shall have had experience which in the opinion of the
committee on admissions is equivalent to two years' public accounting
practice, and at the date of application shall be engaged in work related
to accounting.
Section 3. All credits for experience shall be allotted by the committee
on admissions, and the committee shall have discretion to determine
whether or not any applicant's experience is of a nature satisfactory for
purposes of these by-laws.
Section 4. Upon election each member shall be entitled to a certificate
setting forth that he is a member of the Institute, but no certificate shall
be issued until receipt of dues for the current year. Certificates of mem
bership shall be returned to the Council upon suspension or termination
of membership for any cause except death.
Section 5. Members of the Institute shall be entitled to describe them
selves as "Members of the American Institute of Certified Public Ac
countants."
Section 6. Associates of the Institute shall be persons who shall qualify
for election as provided in Section 7 of this Article and shall be recom
mended by the committee on admissions and shall be elected by the
Council.
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Section 7. Persons who have the qualifications described in Sections
2(a) and (b) of this Article may qualify for election as associates of the
Institute.
Section 8. Upon election as an associate of the Institute each associate
shall be entitled to a certificate stating that he is an associate of the In
stitute, but no such certificate shall be issued until receipt of dues for the
current year. Such certificate shall be returned to the Council upon the
suspension or termination of an associate's affiliation with the Institute
for any cause except death or admission as a member of the Institute. If
an associate is admitted as a member of the Institute, such certificate, as
well as his membership certificate, shall be returned to the Council upon
suspension or termination of his membership for any cause except death.
Section 9. Associates of the Institute shall not be entitled to describe
themselves as "Members of the American Institute of Certified Public
Accountants," but shall be entitled to describe themselves as "Associates
of the American Institute of Certified Public Accountants."
Section 10. Persons resident and in public accounting practice in
countries other than the United States, its territories and territorial pos
sessions, who were elected by the Council as international associates, shall
not be entitled to describe themselves as members of the American In
stitute of Certified Public Accountants, but shall be entitled to describe
themselves as "International Associates of the American Institute of
Certified Public Accountants." Certificates of association held by any such
associate shall be returned to Council upon suspension or termination of
such association for any cause other than death. N o further elections of
international associates are to be made by the Council.

ARTICLE III: Dues
Section 1. Each member and associate and each international associate
shall pay annual dues, which shall be payable on or before September 1st
of each year, in advance, for the ensuing fiscal year in such amounts as
are determined by the Council. Such dues shall include the annual sub
scription of such member and associate and international associate to
The Journal of Accountancy. For dues purposes the Council may classify
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members, associates and international associates according to such factors
as it determines to be relevant and prescribe dues of a different amount for
each class so created.
Section 2. A l l dues shall be paid in advance and shall be apportioned
in the first instance to the end of the fiscal year. N o dues shall be paid
by members or associates of the Institute while they are engaged in military
or naval service of the United States or its allies during war. Members of
the Institute may be excused from the payment of dues for reasonable
cause upon recommendation of the executive committee.

ARTICLE IV: Voting
Every member of the Institute shall be entitled to attend all meetings
of the Institute and to cast a vote upon all questions brought before such
meetings.
N o associate or international associate may vote.

ARTICLE V: Termination of Membership or Affiliation
Section 1. Resignations of members or associates may be offered in
writing at any time and shall be effective on the date of acceptance. Action
upon the resignation of a member or associate in good standing shall be
taken by the executive committee. N o action shall be taken on the resigna
tion of a member or associate with respect to whom possible charges are
under investigation by the committee on professional ethics. Action upon
the resignation of a member or associate against whom charges are pend
ing to be heard by the Trial Board or a sub-board shall be taken by the
Trial Board or the sub-board appointed to hear the case. Action upon
the resignation of a member or associate who is suspended under Article V ,
Section 6(a) or (c) shall be taken by the Trial Board or by an ad hoc
committee thereof consisting of at least five members appointed by the
chairman of the Trial Board or vice chairman, when acting as chairman.
Section 2. A member or associate who fails to pay his annual dues
or any subscription, assessment or other obligation to the Institute within
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five months after such debt has become due shall automatically cease to be
a member or associate of the Institute, unless in the opinion of the execu
tive committee it is not in the best interests of the profession that his
membership or affiliation be terminated i n this way.
Section 3. (a) A member or associate who shall resign while in good
standing may, upon request made in writing to the Institute, be reinstated
by the executive committee without a reinstatement fee.
(b) The executive committee, in its discretion, may reinstate a member
or an associate whose membership or affiliation has been terminated for
nonpayment of dues or any other obligation owing by him to the Institute,
provided that his reinstatement shall not become effective until he shall
have paid to the Institute all dues and other obligations owing by him to
it at the time of such termination, and shall also have paid to it a re
instatement fee in such amount, if any, as shall have been determined by
a general resolution of the Council.
(c) N o person shall be considered to have resigned while in good
standing if at the time of his resignation he was in debt to the Institute
for dues or other obligations. A member or associate submitting his
resignation after the beginning of the fiscal year, but before expiration
of the time limit for payment of dues or other obligations, may attain good
standing by paying dues prorated according to the portion of the fiscal
year which has elapsed, provided obligations other than dues shall have
been paid in full.
(d) A member or associate who has resigned or whose membership
or affiliation has been terminated in any manner may not file a new appli
cation for admission but may apply for reinstatement under the applicable
provision of paragraph (a) or (b) of this section, or Article V I , Sec
tion 5(b) or ( c ) .
Section 4. A member or associate renders himself liable to expulsion
or suspension by the Trial Board or a sub-board thereof if
(a) he refuses or neglects to give effect to any decision of the Institute
or of the Council, or
(b) he infringes any of these by-laws or any provision of the Code
of Professional Ethics, or
(c) he is declared by a court of competent jurisdiction to have com
mitted any fraud, or
(d) he is held by the Trial Board or a sub-board thereof to have been
guilty of an act discreditable to the profession, or to have been convicted
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of a criminal offense which tends to discredit the profession, or
(e) he is declared by any competent court to be insane or otherwise
incompetent, or
(f) his certificate as a certified public accountant or license or permit
to practice as such or to practice public accounting is suspended, revoked,
withdrawn or cancelled as a disciplinary measure by any governmental
authority, or
(g) he fails to co-operate with the committee on professional ethics
in its efforts to ascertain the facts pertaining to whether such member or
associate is subject to disciplinary action pursuant to the by-laws of the
Institute. Accordingly, a member or associate shall respond to communica
tions from the committee requesting information as to such facts within
thirty days of the mailing of such communications by registered mail,
postage prepaid, addressed to the member or associate concerned at his
last known address, according to the records of the Institute.
Section 5. A member or associate shall be expelled if the Trial Board
or a sub-board thereof finds, by a majority vote of the members present
and entitled to vote, that he has been convicted by a court of any of the
criminal offenses set forth in Article V, Section 6 (a), or any crime involv
ing moral turpitude; provided, in the case of such a finding by a subboard, its finding in this respect is not reversed by the Trial Board.
Section 6. (a) The membership or affiliation of a member or asso
ciate who is convicted by a court of any of the following criminal offenses:
a crime which is defined as a felony under the laws of the convicting
jurisdiction; willfully failing to file any income tax return which he, as
an individual taxpayer, is required to file under the law; willfully at
tempting to evade or defeat any income tax, or the payment thereof, by
filing a false and fraudulent income tax return on behalf of himself or a
client; or willfully aiding in the preparation or presentation of a false and
fraudulent income tax return of a client; shall become automatically
suspended upon mailing a notice of such suspension, as provided in para
graph (e) of this section. Such notice shall be mailed within a reasonable
time after a certified copy of a judgment of conviction of such criminal
offense has been filed with the secretary of the Institute.
(b) The membership or affiliation of a member or associate who has
been convicted by a court of any of the offenses set forth in paragraph
(a) of this section, and which conviction has become final, shall become
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automatically terminated upon mailing a notice of such termination, as
provided in paragraph (e) of this section. Such notice shall be mailed
within a reasonable time after a certified copy of such conviction and
evidence that it has become final has been filed with the secretary of the
Institute.
(c) The membership or affiliation of a member or associate whose
certificate as a certified public accountant or license or permit to practice
as such or to practice public accounting has been suspended as a dis
ciplinary measure by any governmental authority shall, except as provided
in paragraph (f) of this section, become automatically suspended upon
the expiration of thirty days after mailing a notice of such suspension, as
provided in paragraph (e) of this section. Such notice shall be mailed
within a reasonable time after a statement of such governmental authority,
showing that such certificate, license or permit has been suspended and
specifying the cause and duration of such suspension has been filed with
the secretary of the Institute. Such automatic suspension shall cease upon
the expiration of the period of suspension so specified.
(d) The membership or affiliation of a member or associate whose
certificate as a certified public accountant or license or permit to practice
as such or to practice public accounting has been revoked, withdrawn or
cancelled as a disciplinary measure by any governmental authority shall,
except as provided in paragraph (f) of this section, become automatically
terminated upon the expiration of thirty days after mailing a notice of
such termination, as provided in paragraph (e) of this section. Such notice
shall be mailed within a reasonable time after a statement of such govern
mental authority showing that such certificate, license or permit has been
revoked, withdrawn or cancelled and specifying the cause of such revoca
tion, withdrawal or cancellation has been filed with the secretary of the
Institute.
(e) Notices of suspension or termination pursuant to paragraph (a),
(b), (c) or (d) of this section shall be signed by the secretary of the
Institute and mailed by registered mail, postage prepaid, addressed to
the member or associate concerned at his last known address according
to the records of the Institute.
(f) The operation of paragraph (c) or (d) of this section shall be
come postponed if, within thirty days after mailing the notice of sus
pension or termination, the secretary of the Institute receives a request
from the member or associate concerned that the pertinent provision shall
not become operative. The request shall state briefly the facts and reasons
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relied upon. A l l such requests shall be referred to the Trial Board for
action thereon by the Trial Board or by an ad hoc committee thereof
consisting of at least five members appointed by the chairman of the
Trial Board or vice chairman, when acting as chairman.
If the request is denied, the suspension or termination, as the case
may be, shall become effective upon such denial, and the member or
associate concerned shall be so notified in writing by the secretary. N o
appeal to the Trial Board shall be allowable with respect to a denial
of such a request by the ad hoc committee.
If the request is granted, the suspension or termination, as the case
may be, shall not become effective. In such event, the secretary shall
transmit the matter to the committee on professional ethics to take what
ever action it considers proper in the circumstances.
A determination that paragraph (c) or (d) of this section shall not
become operative shall be made only when it clearly appears that, be
cause of exceptional or unusual circumstances, it would be inequitable
to permit such automatic suspension or termination.
(g) When a membership or affiliation is suspended or terminated
under paragraph (a), (b), (c) or (d) of this section, a statement of such
suspension or termination, giving the reasons therefor, shall be published
in The CPA. Such statement shall be in a form approved by the chairman
of the Trial Board or the vice chairman when acting as such, and shall
disclose the name of the member or associate concerned unless the chair
man or vice chairman decides that the name be omitted.
(h) The provisions of this section shall not preclude the summoning
of the member or associate concerned to appear before the Trial Board
or a sub-board pursuant to Article VI, nor shall it preclude the imposition
of any penalty under Article V , Section 5, or Article VI, Section 3(b),
unless his membership or affiliation has been terminated pursuant to para
graph (b) or (d) of this section.
(i) The period of suspension pursuant to paragraph (a) or (c) of
this section shall not be counted in computing the period of not more
than two years, for which the Trial Board or a sub-board may suspend a
member or associate under Article VI, Section 3(b).
Section 7. The Council may, in its discretion, terminate the affiliation
of an international associate.
Section 8. (a) The provisions of Article V, Sections 4, 5 and 6 and
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Article VI, Section 1, which became effective March 20, 1967, shall not
be applied retroactively to any offense or wrongful conduct occurring
prior to such effective date regardless of the date of judgment of con
viction or order of a governmental authority based upon such offense
or wrongful conduct. Any such offense or wrongful conduct shall be
punishable under the pertinent by-law provisions which were in effect
immediately prior to such effective date. Such by-law provisions are
continued in effect for this purpose.
(b) The provisions of Article V , Section 3(d) and Article V I , Sec
tion 5(b) and (c) which became effective March 20, 1967, shall apply
retroactively as well as prospectively.
(c) The provisions of Article V , Section 1, which became effective
March 20, 1967, shall apply after such effective date to any resignation,
regardless of when submitted.

ARTICLE VI: Trials and Penalties
Section 1. Any complaint preferred against a member or associate
under Section 4 or 5 of Article V shall be submitted to the committee on
professional ethics. If, upon consideration of a complaint, it appears to
the committee that a prima facie case is established showing a violation of
any by-law or any provision of the Code of Professional Ethics or con
duct discreditable to a public accountant, the committee on professional
ethics shall report the matter to the secretary of the Institute, who shall
summon the member or associate involved thereby to appear in answer
at the next meeting of the Trial Board or any sub-board appointed to
hear the case; provided, however, that with respect to a case falling
within the scope of Article V , Section 6, such committee shall have dis
cretion as to whether and when to report the matter to the secretary for
such summoning.
Section 2. If the committee on professional ethics shall dismiss any
complaint preferred against a member or associate, or shall fail to act
thereon within ninety days after such complaint is presented to it in
writing, the member or associate preferring the complaint may present
the complaint in writing to the Trial Board; provided, however, that this
provision shall not apply to a case falling within the scope of Article V ,
Section 6.
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The Trial Board shall make such investigation of the matter as it
may deem necessary, and shall either dismiss the complaint or refer it
to the secretary of the Institute, who shall summon the member or asso
ciate involved thereby to appear in answer at the next meeting of the
Trial Board or any sub-board appointed to hear the case.
Section 3. For the purpose of adjudicating charges against members
or associates of the Institute, as provided in the foregoing sections:
(a) The secretary of the Institute shall mail to the member or associate
concerned, at least thirty days prior to the proposed meeting of the Trial
Board, or any sub-board appointed to hear the case, written notice of
the charges to be adjudicated. Such notice, when mailed by registered
mail, postage prepaid, addressed to the member or associate concerned
at his last known address, according to the records of the Institute, shall
be deemed properly served.
(b) After hearing the evidence presented by the committee on pro
fessional ethics or other complainant, and by the defense, the Trial Board
or sub-board hearing the case, by a majority vote of the members present
and voting, may admonish or suspend, for a period of not more than two
years, the member or associate against whom complaint is made, or by
a two-thirds vote of the members present and voting, may expel such
member or associate. The Trial Board or sub-board hearing the case shall
decide, by a majority vote of the members present and voting, whether
the statement of the case and the decision to be published shall disclose
the name of the member or associate involved. A statement of the case
and the decision of the Trial Board or sub-board hearing the case shall
be prepared by a member or members of the Trial Board or the sub-board,
as the case may be, under a procedure to be established by such Trial
Board or sub-board, and the statement and decision, as released by the
Trial Board or sub-board, shall be published in The CPA. N o such pub
lication shall be made until such decision has become effective, as herein
after provided.
(c) The member or associate concerned in a case decided by a subboard may request a review by the Trial Board of the decision of the subboard, provided such a request for review is filed with the secretary of
the Trial Board at the principal office of the Institute within thirty days
after the decision of the sub-board, and shall file with such request such
information as may be required by the rules of the Trial Board. Such a
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review shall not be a matter of right. Each such request for a review
shall be considered by an ad hoc committee to be appointed by the chair
man of the Trial Board, or its vice chairman in the event of his unavail
ability, and composed of not less than five members of the Trial Board
who did not participate in the prior proceedings in the case. The ad hoc
committee shall have power to decide whether or not such a request for
review by the Trial Board shall be allowed, and such committee's decision
that such a request shall not be allowed shall be final and subject to no
further review. A quorum of such an ad hoc committee shall consist of a
majority of those appointed. If such a request for review is allowed, the
Trial Board shall review the decision of the sub-board in accordance
with its rules of practice and procedure. On review of such a decision
the Trial Board may affirm, modify or reverse all or any part of such
decision or make such other disposition of the case as it deems appropriate.
The Trial Board may by general rule indicate the character of reasons
which may be considered to be of sufficient importance to warrant an ad
hoc committee granting a request for review of a decision of a sub-board.
(d) Any decision of the Trial Board, including any decision review
ing a decision of a sub-board, shall become effective when made, unless
the Trial Board's decision indicates otherwise, in which latter event it
shall become effective at the time determined by the Trial Board. Any
decision of a sub-board shall become effective as follows:
(i) Upon the expiration of thirty days after it is made, if no
request for review is properly filed within such thirty-day period;
(ii) Upon the denial of a request for review, if such a request
has been properly filed within the thirty-day period and has become
denied by the ad hoc committee; and
(iii) Upon the effective date of a decision of the Trial Board
affirming the decision of a sub-board in cases where a review has
been granted by the ad hoc committee, and the Trial Board has
affirmed the decision of such sub-board.
Section 4. At any time after the publication in The CPA of a state
ment of the case and decision, the Trial Board may, with respect to a case
heard by it, initially or on review of a decision of a sub-board, and the
sub-board may, with respect to a case heard by it in which its decision
has become effective without a review by the Trial Board, by a two-thirds
vote of the members present and voting, recall, rescind or modify such
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expulsion or suspension, a statement of such action to be published in
The CPA.
Section 5. (a) Should a judgment of conviction or an order of a
governmental authority on which the suspension or termination of mem
bership or affiliation of a member or associate was based under Article V ,
Section 6(a), (b), (c) or (d) be reversed or otherwise set aside or in
validated, such suspension shall terminate or such member or associate
shall become reinstated, when a certified copy of the order reversing or
otherwise setting aside or invalidating such conviction or order is filed
with the secretary of the Institute.
(b) A member or associate who has been suspended or expelled pur
suant to Article V, Section 4(c), (d), (e) or (f), or expelled pursuant
to Article V , Section 5, may request that the suspension terminate or
request reinstatement if the judgment of conviction, the order in finding
of court or the order of the governmental authority, on which the sus
pension or expulsion was based, has been reversed or otherwise set aside
or invalidated. Such request shall be referred to the committee on pro
fessional ethics which, after investigating all related circumstances, shall
report the matter, with the committee's recommendation, to the Trial
Board. Whereupon the Trial Board may, by a majority vote of the mem
bers present and entitled to vote, terminate the suspension or reinstate such
member or associate, after according him such hearing, if any, as may be
appropriate.
(c) Except as provided in paragraphs (a) and (b) of this section,
a member or associate whose membership or affiliation has been auto
matically terminated under Article V , Section 6(b) or (d), or who
has been expelled by the Trial Board or a sub-board, or whose resignation
has been accepted by the Trial Board, an ad hoc committee thereof or a
sub-board, may, at any time after three years from the effective date of such
termination, expulsion or acceptance of resignation, request reinstatement
of his membership or affiliation. Such request shall be referred to the com
mittee on professional ethics, which, after investigation, shall report the
matter, with the committee's recommendation, to the Trial Board. Where
upon the Trial Board may reinstate such member or associate on such
terms and conditions as it shall determine to be appropriate. If an appli
cation for reinstatement under this paragraph is denied, the member or
associate concerned may again apply for reinstatement at any time after
two years from the date of such denial.
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ARTICLE VII: Council and Officers
Section 1. The governing body of the Institute shall be a Council
consisting of :
(a) Members aggregating in number the total of such members
resulting from the application of the following rules:
(1) Each state, territory or possession of the United States or the
District of Columbia having at least one member shall have at least
one elected member of Council. Until the end of the annual meeting
of the Institute in 1971, each such jurisdiction shall also have one
additional elected member of Council for each five hundred mem
bers in excess of one member, based on membership figures and
addresses according to the records of the Institute as of August 31,
1965. Effective immediately following the annual meeting of the
Institute in 1971 and immediately following such annual meeting
every fifth year thereafter, the total number of Council memberships
resulting from the application of the preceding sentence shall be
equitably allocated by the committee on nominations among the
states, territories, and possessions of the United States and the Dis
trict of Columbia in accordance with the number of Institute members
in each such jurisdiction.
(2) The determination of the number of members in each juris
diction and the allocation of Council memberships under this para
graph (a) to each jurisdiction shall be made by the committee on
nominations at least four months prior to the annual meeting of the
Institute to be held in 1971 and each fifth year thereafter, based on
membership figures and addresses according to the records of the
Institute as of August 31 preceding the date of such determinations,
and shall become effective immediately following the first annual
meeting held after the making of such determinations.
(3) If the application of (1) above would result in a jurisdiction
having allocated to it fewer members of the Council under this para
graph (a) than the total number of Council memberships allocated
to it by the immediately preceding allocation, the total number of
available Council memberships for such jurisdiction shall be in
creased by whatever number, if any, may be required to permit any
Council members whose terms have not expired to continue in office
until the expiration of their terms.
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At the annual meeting in 1964, and thereafter, vacancies in member
ship of the Council determined by the application of the above rules
shall be filled by election of members from the jurisdiction with respect
to which each such vacancy exists for a term of three years or until their
successors shall have been elected; and
(b) Twenty-one members to be elected at large without regard to the
jurisdiction in which they reside. At the annual meeting in 1965, seven
of such members shall be elected for a term of three years or until their
successors shall have been elected, four of such members shall be elected
for a term of two years or until their successors shall have been elected,
and four of such members shall be elected for a term of one year or until
their successors shall have been elected. At the annual meeting in 1966,
and at each annual meeting thereafter, seven of such members shall be
elected for a term of three years or until their successors shall have been
elected; and
(c) The following officers of the Institute: a president, four vice
presidents (no two vice presidents shall be residents of the same state),
and a treasurer, all of whom shall be members in practice and shall be
elected at the annual meeting to serve until the next annual meeting or
until their successors shall have been elected; and
(d) A l l past presidents of the American Institute of Accountants, or
the American Institute of Certified Public Accountants, or the American
Society of Certified Public Accountants who are members of the Institute;
and
(e) One member of the Institute designated by the society of certified
public accountants of each state, territory or possession of the United
States and the District of Columbia, who shall serve for a term of one
year or until his successor shall have been designated by such society but
who shall not be eligible to serve for more than six successive terms under
this paragraph (e); and
(f) Members of the executive committee who are not members of
Council by reason of other paragraphs of this section.
(g) No member of Council elected under the provisions of para
graph (a) or (b) of this section who has served two successive three-year
terms shall be eligible for re-election under the provisions of paragraph
(a) or (b) until after the lapse of one year. Election to fill an unexpired
term shall not be considered as a three-year term.
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Section 2. The same person shall not hold the office of president for
more than two successive years.
Section 3. The Council shall elect a secretary, with the additional title
of executive director, of the Institute, who shall act as an executive officer
under the direction of the Council. The secretary may be chosen from with
out the membership of the Institute, but he shall have the privilege of
the floor at meetings of the Institute, the Council and the executive
committee.
Section 4. In the event of a vacancy or vacancies occurring between
meetings of the Institute in the membership of the Council or in any
of the executive offices of the Institute, the Council shall be empowered
to elect a member or members to fill such vacancy or vacancies until the
next annual meeting or until a successor or successors shall have been
elected. Such election shall be by majority vote of the Council and may
take place at any regular or special meeting of the Council or, in lieu
of a meeting, nominations may be called for by the president and the
names of the nominees submitted to the members of Council for election
by mail ballot. Vacancies in the membership of the Council shall be
filled at the next annual meeting by election by the Institute for the
unexpired terms.
Section 5. Except in the case of past presidents the office of a member
of Council shall be rendered vacant by his absence from three consecutive
meetings of the Council.
Section 6. Neither associates nor international associates may be
members of Council, hold any office in the Institute, or be eligible to
serve as members of the Institute's executive committee, Council, trial
board or any of the Institute's committees on professional ethics, ad
missions, budget and finance, investments, by-laws and nominations,
nor shall they be eligible to serve as members of the Institute's board
of examiners.

ARTICLE VIII: Duties of Council and Officers
Section 1. It shall be the duty of the president or, in his absence,
of one of the vice presidents or other members of the Council designated
by the Council to preside at all meetings of the Institute and of the
Council. The president shall call special meetings of the Institute or of
the Council when he deems it necessary, or when requested to do so by
the executive committee, or upon the written request of at least one hun-
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dred members of the Institute for a meeting of the Institute or of at least
ten members of the Council for a meeting of the Council. Special meetings
of the Institute or of the Council shall be held at places designated by the
executive committee.
The duties of the vice presidents shall be those usually appertaining to
the office of vice presidents.
The duties of the treasurer shall be to familiarize himself with financial
policies, investment policies and the accounting procedures, controls and
financial reporting of the Institute and to consult with the executive
director and the independent auditors on such matters. H e shall act in an
advisory capacity to the members of the executive committee and the
executive director on all of the foregoing matters and shall report thereon
to the executive committee to the extent that he deems desirable or as the
executive committee may direct. H e shall perform such other related
duties as may be assigned to him by the Council or executive committee.
The secretary, i n addition to performing the usual duties of his office,
shall discharge such other duties as may be assigned to him by the Coun
cil or by the executive committee. The secretary of the Institute shall be
the secretary of all committees.
Section 2. It shall be the duty of the Council to take control and man
agement of all the property of the Institute, to elect or appoint such agents
or employees as may be necessary for the proper conduct of the affairs of
the Institute, to keep a record of its proceedings and to report to the
Institute at each annual meeting. The Council shall exercise all powers
requisite for the purposes of the Institute.
Section 3. The Council may, in its discretion, delegate to the execu
tive committee all functions of the Council, except the fixing of dues, the
election of officers, members and associates, the right to review the rules
and regulations of the board of examiners and committee on admissions,
and filling a vacancy on the executive committee.

ARTICLE IX: Trial Board and Committees
Section 1. There shall be a board of examiners, Trial Board and the
following regular standing committees:
Executive
Investments
Professional Ethics
By-laws
Admissions
Nominations
Budget and Finance
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Section 2. (a) The Council shall elect from its present and former
members a Trial Board of twenty-one members in practice, seven of whom
shall be elected each year to serve for a term of three years. Vacancies
shall be filled by the Council for the unexpired term. No member of the
committee on professional ethics shall be a member of the Trial Board. A
quorum shall consist of a majority of the members of the Trial Board.
The Trial Board shall elect from its members a chairman and a vice
chairman, the vice chairman to serve as chairman during any period of
unavailability of the chairman. It shall also elect a secretary who need not
be a member of the Trial Board. Such elections shall be for such terms of
office as the Trial Board shall determine. The chairman, or vice chair
man, when acting as chairman, may appoint from the members of the
Trial Board a panel of not less than five members, which may, but need
not, include himself, to sit as a sub-board to hear and adjudicate charges
against members or associates; subject, however, to a review of its decision
by the Trial Board, as provided in Article VI, Section 3. A quorum of the
sub-board shall consist of a majority of the panel so appointed. The Trial
Board is empowered to adopt rules governing the practice and procedure
in cases heard by it or any sub-board, and in connection with any proceed
ings to review a decision of a sub-board.
(b) The executive committee shall consist of the president, the four
vice presidents, the treasurer, the immediate past president, and nine
other members or former members of the Council who shall be elected
by the Council. Of the nine members to be so elected in 1967, three shall
serve for one year, three for two years, and three for three years, or until
their successors have been elected. Thereafter, beginning in 1968, the
Council shall annually elect three members to serve for three years, or
until their successors have been elected. Vacancies occurring among the
elected members shall be filled by the Council for the unexpired terms.
No elected member who has served for a full three-year term shall be
eligible for re-election until the annual meeting of the Institute next
following completion of his term of service. Seven members shall con
stitute a quorum of the committee.
(c) The committee on professional ethics shall consist of not less than
five members, not members of the executive committee, who shall be
elected by Council.
(d) The committee on nominations shall consist of seven members.
Two members of the committee shall be elected by the Council from its
membership at the meeting of Council prior to the annual meeting of the
Institute or at any adjournment thereof. Officers and other members of
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the Council whose terms expire within one year shall not be elected to the
committee on nominations. The five remaining members of the com
mittee shall be elected by the Institute at the annual meeting and shall be
members in practice who are not officers or members of the Council. The
member of the nominating committee first named by the Council shall
serve as temporary chairman of the committee until the committee itself,
by mail vote or at a duly called meeting, shall elect a permanent chairman.
(e) The committee on admissions shall consist of five members in
practice, elected by Council for a term of three years, except that of the
members first elected one shall serve for one year, two for two years, and
two for three years. It shall pass upon all applications for admission to the
Institute before such applications are acted upon by the Council. The
committee on admissions shall determine whether or not applicants pos
sess the qualifications for election required by Article II. It may in its
discretion in any case require an oral, written, or partly oral and partly
written examination in addition to the examination taken by the appli
cant for his certificate as a certified public accountant. The committee on
admissions shall elect a chairman and shall formulate rules and regula
tions for the conduct of its work, but all such rules and regulations may
be amended, suspended, or revoked by the Council.
(f) There shall be a committee on budget and finance appointed as
provided in and having the duties described in Article X I of these by-laws.
(g) A l l other standing committees shall be appointed by the presi
dent. The president shall also have power in his discretion to constitute
and appoint special committees as occasion may arise.
(h) Except as provided above, all committees shall consist of a
chairman and not less than two other members of the Institute and shall
serve until the annual meeting of the Institute next following their
election or appointment.
Section 3. The president of the Institute shall be ex officio a mem
ber of all committees.
Section 4. Except in the case of the executive committee a majority
of each committee shall constitute a quorum for the transaction of busi
ness. A l l committees shall be subject to the call of their respective chair
men, but, in lieu of a meeting of a committee, the chairman may submit
any question to the members of the committee for vote by mail, and any
action approved in writing by not less than two-thirds of the whole
committee shall be declared an act of the committee.
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ARTICLE X: Duties of Committees
Section 1. The duties of the various committees shall be as described
in this article or elsewhere in these by-laws, and, in addition, such other
duties as are indicated by their respective titles.
Section 2. The executive committee shall administer the affairs of
the Institute, supervise the finances and exercise such other powers as
may be designated by the Council. It shall keep minutes of its proceed
ings and shall report fully to the Council at each meeting thereof.
Section 3. The committee on professional ethics shall perform the
duties set forth in Section 1 of Article V I and may advise anyone applying
to it as to whether or not a submitted action or state of facts warrants a
complaint against a member or associate of the Institute, provided, how
ever, that if the committee finds itself unable to express an opinion, such
inability shall not be construed as an endorsement of the action or state
of facts.

ARTICLE XI: Budgets and Financial Controls
Section 1. The committee on budget and finance shall consist of the
treasurer and two members of the executive committee appointed by the
president to serve until the annual meeting of the Institute next following
their appointment.
Section 2. The committee on budget and finance shall prepare and,
after approval by the executive committee, shall present for consideration
and approval of the Council, such budget statements as may be requested
by the Council. The Council may delegate authority to amend its approved
budgets, but only to the executive committee.
The Council shall, by resolution, state specifically:
(1) The extent to which its approval of budgets shall constitute au
thorization of commitments and expenditures.
(2) The extent to which it delegates to the executive committee au
thority to amend its approved budgets.
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Section 3. (a) The committee on investments shall consist of three
members of the Institute, one of whom shall be appointed each year by
the President for a term of three years.
(b) The committee on investments shall supervise the investments of
the Institute and shall have power to authorize sales, purchases and other
transactions affecting such investments. The committee on investments
shall report to the executive committee at each meeting thereof all securi
ties transactions authorized since the previous report, and the executive
committee may direct such further changes i n the investment portfolio
of the Institute as it deems desirable. N o personal liability shall attach to
any of the members of the committee on investments or the executive
committee for losses resulting from the exercise of their judgment i n the
purchase or sale of securities.
(c) The executive committee shall report to the Council at each regu
lar meeting thereof all securities transactions since the previous report.
Section 4. (a) The Council shall, at the fall meeting i n each fiscal
year, appoint a certified public accountant or certified public accountants
to audit the accounts of the Institute and its affiliated organizations. The
report of the auditor or auditors for each fiscal year shall be submitted to
the members of the Institute at the annual meeting and shall be published
for the information of the membership.
(b) The president shall appoint from among the members of the ex
ecutive committee a committee on audit to make arrangements with the
auditor or auditors for their examination and to review the audit report.
Section 5. A l l funds of the Institute not otherwise employed shall be
deposited from time to time to the credit of the Institute i n general or
special bank accounts with such banks, trust companies or other deposi
tories as the executive committee may from time to time designate. The
executive committee may make such special rules and regulations with
respect to any such bank accounts not inconsistent with the provisions
of these by-laws as it may deem desirable.
Section 6. A l l checks, drafts, deeds, mortgages, bonds, contracts, re
ports, proxies and other instruments may be executed on behalf of the
Institute by such officer or officers or employee or employees as the
Council or the executive committee may from time to time designate,
either generally or i n specific instances.

58

BY-LAWS

ARTICLE XII: Nomination and Election of Officers and
Members of Council
Section 1. (a) Nominations for officers and members of Council,
except those provided for i n Article V I I , Sections 1(d) and (e), shall
be made by the committee on nominations at least sixty days prior to the
date of the annual meeting at which the elections are to take place. Notice
of such nominations shall be mailed by the secretary to all members at
least thirty days prior to the annual meeting.
Before making its nominations for members of Council under Article
V I I , Section 1 (a), the committee on nominations shall send, at least four
months prior to the date of the annual meeting, to the societies of certified
public accountants in those jurisdictions from which, in the opinion of
the committee, members should be elected to Council in that year, a
request that each such society submit within thirty days to the committee
on nominations, a list of names of suggested candidates selected from
Institute members in its jurisdiction containing at least twice the number
of names as there are anticipated vacancies on Council to be filled from
its jurisdiction under Article V I I , Section 1 ( a ) . The committee on nomi
nations shall give due consideration to the names so submitted, but shall
not be required to select its nominees from among such names.
(b) A n y ten members of the Institute may submit independent nomi
nations, provided that such nominations be filed with the secretary at least
twenty days prior to the date of the annual meeting. Notice of such inde
pendent nominations shall be mailed by the secretary to all members at
least ten days prior to the annual meeting.

Section 2. Election of officers and members of Council shall be by
ballot. The president shall appoint a chairman and two tellers, who shall
receive and count the ballots cast for each officer and member of Council
and shall announce the result to the presiding officer. A majority of votes
shall elect.
If there be no majority on the first ballot for any one or more officers
or members of Council, additional ballots shall be taken at once for the
particular office or offices to which there shall have been no election until
an election be effected.
Section 3. The members present at any election of officers and mem-
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bers of Council, and eligible to vote in such election, may direct the sec
retary to cast a ballot for any nominee or nominees for such office or offices,
and election by such ballot shall be valid and effective.

ARTICLE XIII: Examinations
Section 1. Preparation of a uniform examination which may be
adopted by the legally constituted authorities of a state or territory of the
United States or the District of Columbia in examining candidates for
the certified public accountant certificate and conduct of the grading serv
ice offered by the Institute shall be under the supervision of a board of
examiners which shall consist of nine members in practice, three of whom
shall be elected each year by the Council, at its first meeting after the
annual meeting of the Institute, to serve for a term of three years.
Section 2. The board of examiners shall organize by the election of a
chairman and shall formulate the necessary rules and regulations for the
conduct of its work but all such rules and regulations may be amended,
suspended, or revoked by the Council. The board may appoint duly quali
fied persons to prepare examination questions and to grade the uniform
examination papers submitted for the grading service conducted by the
Institute.

ARTICLE XIV: Meetings
Section 1. There shall be a regular meeting of the Institute during the
period included within the months of September, October and Novem
ber of each year on a date to be fixed by the executive committee. This
meeting shall also be known as the annual meeting of the Institute. The
fiscal year of the Institute shall end with the 31st day of August of each
year.
Section 2. Special meetings of the Institute may be convened as pro
vided in Article VIII, Section 1, at such places as the executive committee
shall designate. No business shall be transacted at such meetings other
than that for which the meeting shall have been convened.
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Section 3. Notice of each meeting of the Institute, whether regular
or special, shall be mailed to each member of the Institute, at his lastknown address, according to the records of the Institute, at least thirty
days prior to the date of such meeting.
Section 4. In lieu of a special meeting, the Institute in meeting as
sembled may direct, or the Council by a majority vote may direct, that the
president submit any question to the entire membership for a vote by
mail. If voted on by at least one-third of the members, any action approved
in writing by two-thirds of the members voting shall be declared by the
president an act of the Institute and shall be so recorded in its minutes.
Mail ballots shall be valid and counted only if received within sixty days
after date of mailing ballot forms from the office of the Institute.
Section 5. Regular meetings of Council shall be held within three
days prior to and two days subsequent to the annual meeting of the Insti
tute, and in April or May, the dates of such meetings to be fixed by the
executive committee.
Section 6. Special meetings of the Council may be called as provided
in Article VIII, Section 1, of these by-laws.
Section 7. Notice of each meeting of the Council except the meeting
subsequent to the date of the annual meeting of the Institute shall be
sent to each member of the Council at his last-known address, according
to the records of the Institute, twenty-one days before such meeting. Such
notice as far as practicable shall contain a statement of the business to be
transacted.
Section 8. A transcript of the minutes of each meeting shall be for
warded to each member of the Council within thirty days after such
meeting.
Section 9. In lieu of a special meeting of the Council the president
may submit any question to the Council for vote by mail and any action
approved in writing by not less than two-thirds of the whole membership
of the Council shall be declared by the president an act of the Council
and shall be recorded in the minutes of the Council.
Section 10. Two hundred members of the Institute shall constitute
a quorum for the transaction of any business duly presented at any meet
ing of the Institute. Thirty members of Council shall constitute a quorum
of the Council.
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Section 11. The rules of parliamentary procedure contained in Rob
ert's Rules of Order shall govern all meetings of the Institute and of the
Council.

ARTICLE XV: Amendments
Section 1. Proposals to amend the by-laws may be made by any mem
ber of the Council, any thirty or more members of the Institute in good
standing, the executive committee or the committee on by-laws.
Section 2. Proposals to amend the Code of Professional Ethics may
be made by any member of the Council, any thirty or more members of
the Institute in good standing, the executive committee or the committee
on professional ethics.
Section 3. A l l such proposals to amend the by-laws or the Code of
Professional Ethics, excepting such as are made at a meeting of the Coun
cil or the executive committee, shall be submitted in writing to the execu
tive committee. The executive committee, with such assistance of the com
mittee on by-laws or the committee on professional ethics, as it deems
appropriate, shall submit all such proposals, accompanied by its recom
mendation, to the Council for action.
Section 4. The notice of the first annual meeting of the Institute,
held more than three months after the approval by the Council of any
such proposed amendment, shall set forth the amendment and indicate
its approval by the Council. Such amendments shall be presented to such
annual meeting for discussion by the members present but not for action.
Section 5. Following such annual meeting, the proposed amendment,
accompanied by a statement prepared by the secretary summarizing the
arguments presented for and against it, shall be submitted to all of the
members of the Institute for a vote by mail ballot. If at least one-third of
the members vote upon the proposed amendment by mail ballot, and at
least two-thirds of those so voting approve such amendment, it shall
become effective as an amendment to the by-laws or to the Code of Pro
fessional Ethics, as applicable. Mail ballots shall be considered valid and
counted only if received in the Institute's principal office within sixty
days from the date of mailing the ballots to the members.
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Annual dues
Length of time CPA
Certificate Held

Rate
1. Members and associates, at the
beginning of the fiscal year, en
gaged in public accounting prac
tice as partners or individual prac
titioners.

3 years or less
Over 3 through 6 years
Over 6 through 10 years
Over 10 years

$25
$35
$45
$55

2. Members and associates whose
principal occupation at the begin
ning of the fiscal year is employ
ment by recognized colleges or
universities or by government.

3 years or less
Over 3 years
Upon retirement if not
eligible under Item 4

$15
$20

3. Member and associates, at the
beginning of the fiscal year, em
ployed as staff accountants, or in
industry, or in other occupations
not specified in paragraphs (1)
and (2).

3 years or less
Over 3 through 6 years
Over 6 through 10 years
Over 10 years

$15
$20
$25
$30

$15

4. Members and associates, who
at the beginning of the fiscal year
shall have been members for at
least 20 years, shall have attained
the age of 65, shall have retired
from practice or other work, and
have notified the Institute of these
facts.

$10

5. International associates.

$25
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